Approved Fo 




se 2003/06/10 


76B009 


100070009-3 


//• A 


' 4 1 963 


MEMORANDUM FOR: Chief, Budget Division 


SUBJECT 


• Financial Code Classification By Activity 
and Category 


T,. r f .* .^ here ar f Creasing demands for accumulation of budgetary data 
by activity or category (sub-activity) - by area, by country/?™ lec? 

by ?he C °=1o: S^ e *?\ never satisfact °nily meet these requirements 
by one nand posted methods now in use. I believe they can be met through 

systm e aS?tebir?? n ' t0 d ° S ° VG must - establish a classification 
system adaptable to machine operations and responsive to our requirements 

detaiiS 1 ?Sn?i?r ? 1 ? l° 2S ° f fle:cibilit ^ requires more emphasis on 
detailed planning, and forces general agreement (within and without the 
Agency) on the classifications to be used. . ^ 

_ 2 1 , The present classification system does not sunport our budeet 

presentations. It identifies the following activ-m^- ^ bUdget 


I I 

any SUb_activity or category classification. In the 

"ovarhS" 

for budget presentation Tn Percentage to the other activities 

tional structure provides a means o/di^Si??^ sujppSt bJ^Jb-SSJi^ 

based^cf i£iS “S f 4 tte Coneress *° be 

guisgg £3S ~ ~ ~ 
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SUBJECT: Financial Code Classification By Activity and Category 



This was accomplished through the percentage distribution of overhead to 
activities and the manual distribution of organizational data' to appropriate 
activities (logistics, for example, was distributed among almost all activ- 
ities). 

4. ^1 believe the past few budget exercises have demonstrated that we 
can not live with this system. It results in budget presentations which 
have no basis in accounting records and which are essentially fabrications. 
You are only too familiar with the fact that differences between activities 
from one year to another can not be explained in any logical or supported 
basis and that any questions which might go beyond a superficial inquiry 
would inevitably become very embarrassing. • 

5* We had found earlier that it was too late to "correct” the present 
classification code for FY 1964. The Financial Code Committee is now at 
work on a revised code for FY 1965 . We must, therefore, provide guidance 
to them if we are to have a means of progressing into machine methods in 
the budget process or a means of distributing support costs more adequately, 
both of which I'm sure you consider priority projects. I propose that this- 
guidance be furnished in the form of a revised activity classification code 
which will also classify sub-activities or categories as follows: ' 


Activities 


Categories 
[Su'd - activities ’ 


25X1 



CROUP 1 

Excluded from automatic 
dawnmradlns and 
dwlissilicatioa 
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SUBJECT: Financial Code Classification By Activity and Category 


Elis proposal involves two principal developments: 

a. An established activity classification by which we shall 
prepare, defend and, to a large extent, administer the Agency budget. 

b. The classificati on o f " sup port 1 * costs by activity to the 

extent practicable.” . " ' • ' . 

6. The first of these I see as primarily a matter of agreeing upon 
a system and, in order to get the maximum benefit from it, sticking to 
that system. Some change will be inevitable through new developments, but . 
we must make every effort to eliminate the changes which are due to lack of 
planning Or to insufficient consideration at management levels within the . 
Agency and the BOB. We can not otherwise avoid the incomparability of 
presentations which distort facts or impair the usefulness of the budget . v 
document. We should consider: 




a. The adequacy of the activity list as a format for budget 
’ presentation - supplemented by supporting detail in category, organ- 
ic J i national element,, location and object. 

. Jr b. The adequacy of the categories or sub-activities as the 

/£ main sub-divisions of each activity with the identification, rather 
0 than concealment of true "support” costs. 

7* second is complementary and involves more realistic accounting 

for all support and overhead. It necessitates: 

a. Solving the technical problems of identifying and properly 
■ classifying much of what has been formerly lumped together as Overhead 
r ; -• or Support and relating these to their proper activities as far as 
\ ■ ' ' possible. 

■■ /‘.I b. Reflecting the remaining, more real istic support costs as 
. h such in the importing detall to the budget 


25X1 


c. Adapting related controls such as staffing authorizations 
and project approvals to incorporate direct support personnel and 
costs. . • ! 


CBOUP 1 

Eitlafiel tram wrtwiwtt 
tornisnWs* Hid 
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SUBJECT: Financial Code Classification By Activity and Category 


8. Much of the work done in preliminary studies to determine how 
overhead costs should be charged under a new activity classification 
scheme will be useful in preparing a first budget estimate by that scheme - 
but it will only be after actual data has been classified in the Agency 
accounts by that method for the "past” year of a budget presentation tha t •• 
the system will be truly operative . X see no particular* problem in the 
Intelligence, Research or Support Areas although they do need to "gear” 
into the same system, which they almost naturally will. In the Plans Area, 
however, it could involve a considerable re-orientation. The adoption of 
this particular recommendation, of course, is not essential. All that 
matters is that we arrive at a common, reliable classification that we \ 
can live with for a while . The degree to which we can keep it relatively < 
simple is also Important because of the related procedural problem. With 
your approval I will proceed to discuss the proposal with: 

V' 'v : ;i . a. The other Bud get Division Branches 

V ' k. ' .. ' . • '/ . V'y. ' '' ’ .. ’ ;r 

; .v;l d. dd/p Budget Officers .-- v 
• • e. ADP Staff : ■ 

to The Financial Code Committee 


25X1 


Chief 






CROUi* 1 

Excluded (rum automatic 
dawnsratSin g and 
• doclaoslflcallnn 
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KSMORAHDOM FQHt Chief, Budget Division 


SUBJECT 


I Objective Classification for Budget Presentation 



1* Oa 4 June I submitted to you a paper to initiate study of Agency 
"Financial Code Classification by Activity and Category" ao & first step ! V : 

‘ toward our machine application project. This g^nm-nr^m coders a second • 

phase of the project • the question of object class data. v ; / ^ r 

2. Bureau of the Budget Circular A~ll establishes the object class 
breakdown required for budget estimates. Wo then establish the object 
class information to be required in support of office budget est ima tes in 
somewhat greater detail than that required by the BQ3. F inally , all Agency 

/expenditures are classified in the full sub-object classification code 
/ (now approximately 72 classes) to accumulate the data believed necessary to 
j explain, analyse, or review Agency activities and operations . She object 
/ class detail required of the offices is, in effect, a compromise between 
the data required and the data available. 

3. An Agency committee is now studying the Object Class Code. To 
provide them guidance, and to determine to soma extent the direction In 
which our machine application project is to proceed, we need to establish 

:■? the object class requirements for future budget exercises. Ihece can then 
be numbered in the next code so that detail sub-objects will "roll up" into 
our budgetary object classes and our budgetary classes into the BOB required . 
objects. A simple example in the "travel" classification might bo: 


Budget 


Expenditure 

Sub-objects 



4. la establishing the list for use In the preparation of budget 
estimates ve should give careful consideration to: 

a. The object class information essential for budgetary analyaiq 
/ as compared with the total det ai l ed breakdown which will remain avail- 
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SUBJSCTs Objective Clasfllficatlco for Budget Pre s ca tat ion 


able for statistical study. We should require only the data which 
vill contribute to the usefulness of the budget docusseat. We can 
always develop special data "on demand* by statistical analysis of 
expe n diture data or by special studies without unduly ecsrrplicating 
and confusing the budgot presentation, particularly since" the trend : -p 
is obviously sway from the "what 11 detail to the substantive reasons ' 
"why’** 

■ . % * • ' . if 

b« Budgetary object class data will be more valuable in direct ■ /: 
proportion to its continuity and cccparability. The analysis of 
ccsqjarable data over a period of years con be very revealing. Frequent 
or unwarranted changes can destroy much of its utility and offset antici- 
pated icprovejasnta. 


c. Sees object classes cay require further description in the 
proposed “stub* column of any budget estimate. Personal Services, for 
example, must be accompanied by position and A.E* data. For this reason 
they should be established at the tics object class data Is considered. 

5. Attached is a sample listing of the object class and related data 
"stub” column proposed for consideration in a machine-oriented eye tern of budget 
preparation. With your approval X will proceed to discuss it with* 

X a. Object Class Ccsssitteo -Vr.- " r"' 

b. Budget Division Branches : ' : v V 


XI A: 



e. AD? Staff 


25X1 A 


6. I would es^hasize again that the items used in the sample list 
itself are unimportant. It is essential only that a list be developed and 
that it contain the information wo and the BOB will desire. = - 


2’5X1 



Attachment ■ : v - ; ’ - V- 

BD/C0MP| 1(29 Jul. * 63 ) 

Distribution: y-'fy": 

Orig - Addressee 

1 - Chairman, Object Class Committee 
1 - Chief, Fiscal Division 
1 - Bnrinrat . TVfy . Branches: 1 .1 I 
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9 August 1963 


MEMORANDUM FOR: Chief, Budget Division 


SUBJECT 


REFERENCE 


Organizational and Geographic Indicators in the 
Agency Financial Code 

A. Memo dtd ^ June '63, subj: Financial Code 

Classification "by Activity & Category 

B. Memo dtd 29 July *63, subj: Objective Classifi- 

cation for Budget Presentation 


1. To complete our recommendations for the consideration of a 
revised Agency Financial Code for FI 1965 , we must deal with the ques- 
tion of the organizational and geographic data desired. The existing 
code has been, for the most part, satisfactory in this respect although • 
concessions were made in its design because of the original limitations 
of the columns available on the IBM card. These limitations are no 
longer binding, or at least should not restrict our consideration of an 
improved code. 

2. Any revised Financial Code should make provision for the identi- 
fication of costs by organization in varying degrees of detail. Deputy 
Directors will be interested in costs by Office. Office heads will be 
concerned with the detail making up their total. As a minimum, data • 
should be classified: 

a. By major office (EE Div., OCR, or Commo) 


25X1, 



Projects may fall into either organizational or functional patterns. 

Such "projects" asl I will naturally be considered as organizational 
breakdowns while otners may be classified as functional sub-divisions 
of activity categories. 

3 . The Bureau of the Budget as well as Agency officials also express 
great interest in geographic data - in the analysis of Agency effort by 


6H0'J. 4 t 

Excluded from automatic 
Cowngrscing and 
f classification 
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SUBJECT: Organizational and Geographic Indicators in the Agency 
Financial Code 


location. For this purpose the Code should reflect: • 



As in the past, these data should indicate the location of our effort. 
At the same time*, we should provide enough flexibility in the code to 
accommodate at a later date classification as to target. At this time, 
we do not have sufficient resolution of the "target 11 requirement to 
enlarge upon it. . . . .. 

These considerations also will be pursued and discussed with: 




a. The Financial Code Committee 

b. Budget Division Branches 

c. ADP Staff 

d. Other Offices "> 




; chief,. 


25X1 A 
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15 August 1963 


MEMORANDUM FOR: 


SUBJECT 


: Machine Accumulation of Budgetary Data 


... i 


1. As a first step toward simplifying and improving the physical 
processes of collection and accumulation of budgetary data by machine or 
computer methods, we had recommended consideration of a revised Activity . 
and Category (sub-activity) Classification for the Financial Code (See Tab A). 
We~ have made other proposals deailx^~wTtS~the detail desired in object classes 
(Tab B) as well as for organizational and geographic data (Tab C). It is, 
however, the establishment of a logical, common program or activity classifi- 
cation system which is of primary concern to the various Agency elements. 

2. The major problem of adaptation may e xist i n the Plans Area with 

its large undistributed support accounts. However, if we are to arrive at ’.-’.c 
a reliable classification of activities that we can use for both accountings 
and budgeting over a reasonable period of time, we must develop a system 
which is’ responsive to the needs of all elements. 

3* The list illustrated in Tab A is tentative - for example , it is t 
already apparent that a "Photographic" category should be added to the Tech- 
nical Collection activity. 

4. I would suggest that you consider the proposals within your own ^ 
areas of interest, solicit comments or recommendations from your offices, 
and reach tentative conclusions by 31 October 1963 for incorporation or con- 
sideration in our final recommendation. I'll be happy to assist in any way ; 
I can, and if a Joint briefing on the over-all long range project would be 
helpful, such a briefing can be given. ' r -1 


X1A 


Attachment - Tab A, B, C 


— 


Chief, 


. - /- ; V 


/) st •Z's? 
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STATINTL 
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